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Nineteen sixty-eight was another record year for Husky. All oper- 
ating departments and subsidiaries increased in volume and profit. 
Integration of The Frontier Refining Company, acquired in 1968, was 
essentially completed, and we are now in a position to realize the 
benefits resulting from the consolidation of the companies. Additions 
made to Husky’s management team during the year have given strength 
and depth to its organization and will contribute greatly to its ability 
to continue a strong growth pattern. The company remains unique in 
being the only independent integrated oil company in the United States or 
Canada with major operations and earnings in both of these two great 
sister countries. 


Net earnings increased by 25 per cent, from $8.3-million in 1967 
to $10.4-million in 1968. The departmental performance in production, 
refining and marketing, together with increased revenues from steel, 
briquetting and contract drilling operations, spiraled gross operating 
revenue from $90-million to over $153-million. The assets acquired from 
Frontier were responsible for most of this $63-million growth in gross 
operating revenue, but they have not yet contributed the net profit 
that is expected with full consolidation of our refining and marketing 
operations. However, Husky achieved a 10 per cent gain in net profit 
per share, increasing from $1.01 in 1967 to $1.11 in 1968 on an 
increased number of shares, with both years including special credits. 


The production of crude oil and equivalent gas showed a healthy 
increase from 29,600 barrels per day in 1967 to 34,300 barrels per day 
in 1968. 


The Lloydminster area continues to be Husky's most promising 
and important field of exploration and production. The company’s 


Ss 


expansion program in the region not only added significantly to the 
proved and probable reserves, but also delineated vast new areas for 
development, the extent of which has exceeded all past expectations. 
The reserves of these new areas are not sufficiently confirmed to be re- 
ported at this time. In spite of the fact that the program has failed to 
confirm the possibilities of deeper production, the extent of the shallow 
producing horizons is indicated to be so great that there are many oppor- 
tunities for still greater increase of the regional reserves and production. 
Since present producing practices are expected to result in a recovery of 
only 10 to 12 per cent of the oil in place, Husky is instituting several 
scientific projects designed to increase the percentage recovery of the 
known oil and improve the rate of production in Lloydminster. 


Husky’s confidence for the future of this area is evidenced by a 
new 10-inch pipeline, which will be built in 1969. In combination with 
our present pipelines, this will provide a capacity of 50,000 barrels 
per day to transport our blended crude to the Interprovincial pipeline. 


The rapidly increasing reserve potential and rate of oil production 
in Lloydminster are making feasible for the company new operational 
prerogatives which hold a promise of substantially improving its earnings 
in future years. 


In the Quirk Creek field, where the company has an interest in 
substantial gas reserves, the construction of a plant to extract liquids 
and sulphur, and deliver the dry gas to the transmission company, will 
start in 1969. This is expected to be on stream by mid-1970. 


During the year, Husky substantially increased its land holdings 
in active exploration areas and in regions of oil and gas trends. Notably 
the company took a significant position in the North Slope of Alaska 
and in the Yukon. Also increased were its holdings in the more active 
areas of the prairie provinces in Canada and in the Bell Creek-Recluse 
area of Montana and Wyoming. With the additional land holdings in 
Canada and the United States, Husky expects a high level of exploration 
effort in the coming year. 


There have been eight wells drilled on the leases in which the 
company holds an interest in the Santa Barbara Channel, offshore 
California. Oil zones which have been penetrated are currently being 
evaluated to determine the economics of development but may be 
marginal at this time. A deep well on the north lease block has been 
approved, but drilling activities in the Channel have been suspended 
temporarily by governmental action. 


Reflecting its broad interest in all energy fields, Husky acquired 
two mining permits in the Wollaston Lake uranium play in Saskatchewan. 
In addition, the company is a partner in the Del Norte mining venture, 
which is prospecting for hard rock mineral deposits in British Columbia. 


We are sufficiently encouraged by the progress being made in this 
mining venture to participate in a core drilling program this summer. 


Two additions to the management of the company will greatly 
enhance our capabilities. Dr. Arthur B. Hersberger, formerly Senior 
Vice President for Refining and Marketing with Atlantic Richfield Com- 
pany, was appointed Executive Vice President of Husky in the same 
capacities. Mr. James H. Manning was appointed Vice President for 
Exploration; he was formerly affiliated with British American Oil Company 
Limited as Manager of the Northern Exploration Division. Two Executive 
Vice Presidents of the company, Mr. Arnold Larsen and Dr. Hersberger, 
were elected to the Board of Directors. 


We are pleased to announce the appointment of James W. Glanville 
to our Board of Directors. Mr. Glanville is a partner of Lehman Brothers 
of New York City and has had 25 years of experience in the oil industry 
and in banking. 


Husky is attentive to the major discoveries in Alaska and to the 
intensified interest of the industry in the Arctic regions. Further con- 
firmation of the vast potential of these regions will undoubtedly lead 
to a change in the entire North American supply pattern. These develop- 
ments serve to emphasize the historical position taken by Husky that 
a Continental Oil Policy between the United States and Canada is urgent 
and necessary for proper exploitation of the energy resources of the 
two countries. 


Husky expresses appreciation to its management and employees 
for their valuable contributions in the past year. No organization can 
grow and expand faster than its personnel. To the shareholders, we 
express confidence and enthusiasm for the future. 


On behalf of the Board 


Legs Hitler 


GLENN E. NIELSON 
Chairman of the Board 


Ea eee 


GENE E. ROARK 
President 


Calgary, Alberta, 1969 
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Exploration 


The exploration program conducted by Husky in the Lloydminster 
Project Area during 1968 was exceptionally successful in establishing 
new reserves and in extending the region of known oil sands. 


Twenty-five exploratory wells and 73 stratigraphic tests, drilled 
to the shallow heavy oil sands during 1968, resulted in the discovery 
of 14 new oil fields or significant extensions to existing oil fields. The 
program now indicates a potential exploratory area encompassing 90 
square miles, much of which is scheduled for confirmation in 1969. 
Although continuation of the deep test exploratory program did not result 
in any significant discoveries, the prolific character of the region in 
the shallow heavy oil sands appears to exceed all past estimates. 


Of the 72 exploratory wells drilled by the company in 1968, 34 
were drilled in the shallow and deep program in the Lloydminster Project 
Area. The remaining 38 exploratory wells, which the company either 
drilled or in which it participated in the United States and Canada, 
outside the Lloydminster area, resulted in eight completions. 


The 1968 exploration program has resulted in a 20-million 
barrel addition to recoverable reserves, outside the Lloydminster area, 
plus a program of major land acquisitions that will permit aggressive 
exploration in subsequent years. 


During the past year, substantial efforts strengthened Husky’s land 
position. At the end of 1968, the company’s exploratory acreage was 
12,180,000 gross acres and 5,721,000 net acres, compared with 
9,566,000 gross acres and 4,460,000 net acres at the close of 1967. 


Outside Lloydminster, the most significant exploration plays were 
at Berland River and Pouce Coupe in Canada and in the Powder River 
Basin in the United States. 


The company participated at Berland River in successfully bidding 
on a 12,320-acre drilling reservation. A seismic program covering the 
lands included in this drilling reservation has been completed and is 
in the process of review. 


Under the continuing exploration program in 1969, Husky expects 
to participate in, or be exposed to, approximately 70 exploratory tests 
in addition to those in the Lloydminster area. The company is currently 
participating in exploratory wells in the Swan Hills and Rainbow areas 
of Alberta, the Fort Nelson-Clarke Lake area of British Columbia, and 
the Bell Creek-Recluse region of the Powder River Basin. 


As a further result of the land program, Husky is participating in 
seismic Surveys in the Fort Nelson-Clarke Lake region and in the Fort 
Simpson area of the southern Northwest Territories. 


Significant land acquisitions were made in 1968 in the Alsask 
region of Saskatchewan and Alberta, where the company holds varying 
interests in about one-million acres. The company has a commitment 
from its partners in the venture to drill approximately 15 exploratory 
wells in the region during 1969, at no cost to Husky. Following the 
drilling of the earning wells, Husky will operate the project. An extensive 
seismic program is being conducted and results are encouraging. 


Husky has entered into partnership agreements involving explora- 
tion in western Canada including the Northwest and Yukon Territories. 
Under these agreements, the company will Support a one-third position 
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and the partners will support a two-thirds position in a commitment for 
exploratory purposes, and the company is afforded an opportunity to 
reach a 50 per cent working interest position based on a formula 
related to payout. 


In 1968, Husky acquired a 50 per cent working interest in 2,500,000 
acres in the Ogilvie Mountains-Kandik Basin area of the northern Yukon 
in Canada. Surface geological studies of this block, located 325 miles 
southeast of Prudhoe Bay and 250 miles southwest of the Mackenzie 
Delta, will be carried out in 1969. 


The company has entered the Alaskan North Slope land play with 
the purchase of applications for federal oil and gas leases on approxi- 
mately 230,000 acres. Exploration activity on these federal leases will 
be delayed pending determination of the rights of the native Aleuts, 
Eskimos and Indians in Alaskan lands. 


Husky also holds interests in leases on 500,000 acres in the Arctic 


Islands which are farmed out to Panarctic Oils Ltd., subject to certain 
commitments. 


In the United States, Husky also acquired a 25 per cent working 
interest in 230,000 acres in the Colorado portion of the Denver-Julesburg 
Basin, and a full working interest in 30,000 acres in southeastern 
Colorado. 


One additional exploratory hole has been authorized on the north 
block of two offshore California federal leases held by Husky and 
eight other companies in the Santa Barbara Channel. To date, eight 
exploratory tests have been drilled on these two leases. The entire 
program, currently under study for economic potential, has been delayed 
due to a suspension of all activity in the Channel area. 


Husky has two Crown permits covering 380,000 acres for uranium 
exploration in the Wollaston Lake area of northern Saskatchewan. The 
company also has a 30 per cent interest in the Del Norte Mining venture, 
involving exploration for minerals in British Columbia. Prospecting in 
the Del Norte venture during past years has been sufficiently encouraging 
that core drilling is planned at several locations during 1969. 


EXPLORATORY ACREAGE HOLDINGS ON DECEMBER 31, 1968 


(thousands of net acres) 


CANADA 1968 1967 
Alberta 222m e ce cs Sarre ee ge ee 1,452 1,545 
Britishs Conn Di ame ee eee 57 5 
Saskatchewan jesse =e ee eres ve ahs 1,990 1,970 
Arctic’ Islands <2225- 4 oe 539 538 
Ni Wile 63 YUKO re sete ee ee ee 1,276 29 
Total ‘Ganada cmc. ee ee 5,314 4,087 
UNITED STATES 
Alaska’ ccat. cot ieee ee ee SS 33 
Rocky. Mountain Are cicesee cee 318 244 
Southwestern eotates saererner ames seeee nee 1h 46 
, Other:.Areas 25. eR ee 14 6 
Action on the rig floor, as Husky Total USA ete ee 377 329 
continues to hold the leading position —— —— 
in the number of wells. dri i 
i he lledizit| NORTH ESEAM Sa aes seen MMR a0) 30 44 
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Production 


Husky achieved a record during 1968 with production of 34,300 
barrels per day of oil and gas equivalent, a 16 per cent increase over 
1967. This continues the rising production trend which has resulted in 
more than doubling production in the past four years. The increase is 
attributed to new discoveries, acquisitions and improved techniques 
in recovery processes. The company continues to enjoy the enviable 
position of having only 5 per cent of its total production limited by the 
current Alberta oil prorationing system. 


The vast Lloydminster field of Alberta and Saskatchewan again in 
1968 was a major source of production, accounting for almost one-third 
of the company’s total. In that area, Husky’s production reached 10,800 
barrels per day in 1968. 


Sales of Lloydminster blend, a mixture of the heavy, viscous crude 
and a diluent, showed a continuing gain, increasing from 16,500 barrels 
per day in 1967 to a 1968 total of 18,200 barrels per day. 


Based upon expectations for continued increase in the volume 
of blend sales, a new 10-inch pipeline will be constructed from Lloyd- 
minster to the Interprovincial Pipe Line terminal at Hardisty, Alberta. 
Scheduled for completion in mid-summer of 1969, the line, paralleling 
the company’s existing six and eight-inch lines, represents the major 
portion of a $5-million Lloydminster pipeline expansion program, and 
will increase blend carrying capacity to 50,000 barrels daily. 


In the Aberfeldy Unit of the Lloydminster field certain polymers, 
which are chemicals to be added to the injection water, are expected 
to better the performance of waterfloods in recovering the viscous oil 
from the heavy oil sands. 


In the Golden Lake field of the Lloydminster area, air injection 
has been started into the oi! sand, which is the first step in the initiation 
of an in-situ combustion test. This process involves burning a portion of 
the oil in the ground. The heat produced, combined with the simultaneous 
injection of water, drives the oil in a more liquid state toward the 
producing well. If the test is successful, the process will greatly enhance 
the recovery of oil from the known reservoirs. 


Continued waterflooding in the Oregon Basin of Wyoming has 
resulted in better than anticipated production rates. Expanded water- 
flooding operations in Husky fields in West Texas, New Mexico and 
Nebraska are also providing increased oil. 


Husky again maintained the leading position in the number of wells 
drilled in Canada. Of 155 development wells drilled, or participated in, 
by the company, 127 were completed as oil producers and 10 for gas 
production. Of the development wells, 98 were in the Lloydminster 
area, 23 in other parts of Canada, and 34 in the United States. 


Development drilling is being continued in the important Quirk 
Creek sour gas field in the foothills of southern Alberta, where Husky 
has a 24 per cent working interest. Six gas wells have been completed 
in this field, one well has been abandoned and an eighth well was being 
drilled in early 1969. The liquids and sulphur extraction plant for 


the field is in the engineering design stage and is expected to go on ~ 


stream in mid-1970. 


Color brightens the scene on these 
storage tanks for the Lloydminster 
pipeline terminal. 
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NET PRODUCTION CRUDE OIL NET OIL AND EQUIVALENT NATURAL GAS PRODUCTION 


AND GAS LIQUIDS 


(thousands of barrels) 


CANADA: 1968 1967 


Alberta angte prereset: 222, kenga is ti, ere Bee 2,756 2,687 
Saskatcheweilc.wivceg. Soe tear hee Sees ee 967 904 
Lloydminster. see. fae be ten ae ee eee 3,997 37344 
Otherz Areas sees See. eee ar ee Sees 6 iS) 

Total*¢Canada*. 23.223 ee ae 1 7,726 6,915 


UNITED STATES: 


ColoradOsncetie eset ap Oh hn ee Se oe ree 499 462 

Montana xenon on hs ceed pete eee ee 391 29 

News MexiCO sc custo dest ete! gael, eee 728 682 

TOXaS See ecco ech ttre tl en ee » 453 452 

WYOMING fis ee eed eee aes ee 2,292 2,028 

Other? Areas > 2 ee 2 ee eee ae Pars 72 

Rimrock Tidelands DS ae ee eee Ws 182 

Total U.S Ae ee ie eter ee 4,793 3,907 

1964 1965 1966 1967 1968 Total th.23) eho 5 a ier oe ree : 12,519 10,822 


NET OIL AND GAS PRODUCTION 


Oil and Gas Liquids Natural Gas 
(thousands of barrels) (millions of cubic ft.) 
CANADA: 1968 1967 1968 1967 
Alberta 22 0ee rebar ewe ee 2,080 1,982 8,447 8,826 
Saskatchewan... 845 801 1,528 1295 
PIOVEIMinSte eae ees 956 55200 488 568 
OthentAreas yee en a —_ 78 159 
ThotaleCanada wees = 0,053 6,048 10,541 10,846 
— EE ESS 
NET PRODUCTION NATURAL GAS UNITED STATES: 

Color a CO meee ee eee 474 430 374 485 

Wiese ho - 391 29 — — 
New Mexico. 434 429 4,408 3,789 
Texas 5.50 Sree). Oe a 389 396 963 846 
Wyoming 08.4.2 ae ee 25255 1,991 aa} 547 
OthervAreasmeeee 3 234 70 344 25 
Rimrock Tidelands 161 169 179 189 

Totaly UFStA a ceee 3g cee ee 4,338 3,014 6,823 5,881 
Lotal veet, See eee ee me lecet 9,562 17,364 163727 


SUMMARY OF WELLS DRILLED IN 1968 


Gross Wells Net Wells 
Oil Gas Dry Total Oil Gas Dry Total 
Exploratory Drilling LO ee Om OO ma 14.6 3:97 30:6" 49a 
Development Drilling 127 10 18 155 05, SMe se lito Ogee. 
| ee a re ee . Total Drilling Wars} IMG fs} 227/ 1105S 6.242. lee LoGes 
1964 1965 1966 1967 1968 ee Gea) ae = 
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Husky completed seven development wells in the Bell Creek field of 
Montana in 1968, and studies are underway to initiate a secondary 
recovery program in the field. Six of the 1968 wells are oil producers, 
one is a gas well, and three were dry. Husky now has an interest in 
a total of 39 wells in this field. 


In the Ute field of Wyoming, three producing wells, including the 
Husky-Depco discovery well, have been completed. The 1969 program 
has scheduled further development wells in this area. 


NET RESERVES 


Husky’s net reserves of oil and equivalent gas and sulphur increased 
10 per cent to 284-million barrels on December 31, 1968, compared 
with 258-million barrels on the same date in 1967. The proved category 
increased 9 per cent to 177-million barrels after production of 12.5- 
million barrels in 1968, and probable reserves rose to 45-million barrels, 
a 22 per cent increase over 1967. 


NET RESERVES OF OIL AND EQUIVALENT NATURAL GAS AND SULPHUR 


(millions of barrels) 


Location Proved Probable Possible Total 
Lloydminster - re ae 55.4 Sp 42.3 WALES 
Other Canada __. ; 79.1 20.9 Wir Pear. 
OS Ae | 42.2 90 25 53.7 

ROA eee ees a, WAS s7/ 45.0 62.5 284.2 


Refining and Marketing 


Husky’s refining throughput, marketing volumes and outlets more 
than doubled in 1968 as compared with 1967. The acquisition of The 
Frontier Refining Company and of Blackline Asphalt Sales, Inc., contri- 
buted substantially to these results. 


Because of the delay in takeover of Frontier and the attendant 
costs of reorganization, the acquisition did not significantly contribute 
to the profits of the company in 1968. However, the absorption of 
Frontier was virtually completed by the end of 1968, so that the benefits 
of consolidation and resulting economies should be evidenced in the 
years to come. 


REFINERY RUNS 


(thousands of barrels) 


Refinery: 1968 1967 
Cheyenne, Wyoming 5,899 — 
Cody, Wyoming é 4,022 4,244 
Farmington, New Mexico 334 — 
Lloydminster, Alberta ; 2,178 2,057 
Moose Jaw, Saskatchewan 1,082 1,090 
Salt Lake City, Utah | ; 3203 — 
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The sign of Husky service at Pigeon 
Mountain in the Canadian Rockies. 
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The Husky Oil Special, pictured 
above with driver Jack Lufkin, set 
new speed records up to 245 miles 
per hour during the famous Bonne- 
ville National Speed Trials in 1968. 
Husky’s Frontier/Beeline brands are 
the official gasolines of these 
events. 


Artist’s sketch of the self-propelled jack-up 
drill ship, the second of its kind to be built. 
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The Frontier acquisition, plus normal growth, increased Husky’s 
marketing outlet total to 1,631 in 1968, compared with 764 in 1967. 
Of the total, 1,223 outlets are located in the 18 Rocky Mountain and 
adjacent states of the United States and 408 are in five provinces of 
Canada. 


Products in Canada are distributed under the Husky brand and in 
the United States are marketed under Husky, Frontier and Beeline brands. 


Refinery throughput in 1968 was 45,800 barrels per day, compared 
with 20,200 barrels per day in 1967, reflecting the addition of three 
refineries. These units, added in the Frontier acquisition, are at Salt 
Lake City, Utah; Cheyenne, Wyoming, and Farmington, New Mexico. 


Modifications to increase quantity are currently underway at the 
Salt Lake location, and are expected to be in operation by September, 
1969. 


Marketing and refining headquarters for the company were estab- 
lished at Denver in 1968 and light oil marketing was reorganized into 
two regions. The Southern region, headquartered at Denver, has divi- 
sion offices in that city, in Omaha, Nebraska; Salt Lake City, Utah, 
and Billings, Montana. The Northern region, headquartered in Calgary, 
includes divisions based at Calgary, Alberta; Fort William, Ontario, and 
Spokane, Washington. 


Husky’s Frontier and Beeline brands are the official gasolines of the 
famous Bonneville National Speed Trials, an internationally recognized 
event, held annually on the Bonneville Salt Flats of Utah. Since the 


Architect’s concept of the new 
office building in Lloydminster, de- 
signed to provide a _ consolidated 
headquarters for the Lloydminster 
area staff. 


company first began supplying gasoline for the Trials, more speed 
records have been broken than at any other time in the event's 20-year 
history, backing up the marketing-advertising slogan, ‘‘The fastest gas 
in the West’. 
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CONTRACT DRILLING 


Earnings of Husky’s offshore contract drilling subsidiaries were 
$1,260,000 in 1968, more than four times the 1967 earnings of 
$295,000. Most of the earnings increase resulted from new units in 
the North Sea. Working conditions for the three units in the Gulf of 
Mexico were satisfactory in the last half of 1968 and both Rig 14 
and Gulftide operated on contract in the North Sea. Improvements in 
contracting conditions in the Gulf of Mexico have continued into 1969, 
and Gulftide will continue working on its three-year contract. 


Construction of a new $12-million self-propelled jack-up drill ship, 
the second of its kind to be built, will begin this summer. This is ex- 
pected to be completed by June, 1970. Conventional jack-up rigs 
are towed by tugs on all location moves. The new unit will be capable 
of travelling from seven to nine knots without the assistance of expensive 
tugs. It will have water depth capabilities of 300 feet. 


1964 1965 1966 1967 1968 
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Arnold Larsen, executive vice president of Husky, assumed the 
duties of chairman of the board of Rimrock Tidelands early last year. 
Dick A. Rundle, formerly vice president in charge of North Sea operations, 
became president, and Edward J. Husemann was appointed executive 
vice president. 


The executive offices of Rimrock were moved from Shreveport, 
Louisiana, to Houston, Texas, in 1968. 


Cs Gate City Steel 


GATE CITY STEEL 


Gate City Steel realized a record net profit of $1,500,000 in 1968, 
an increase of 41 per cent over 1967. Husky has an 89 per cent 
interest in the company. 


Sales were reduced early in 1968 by the disposal of two of Gate 
City’s less profitable operations. The change resulted in more unified oper- 
ations, and the loss of sales was more than replaced in August when 
Gate City acquired three new service center locations at Salt Lake City, 
Utah; Albuquerque, New Mexico, and Idaho Falls, Idaho. These give the 
company increased coverage in the Rocky Mountain area. 


Further company growth was accomplished through a program of 
new construction and additions to established locations. A completely 
new reinforcing bar fabricating and storage facility was completed at 
Sterling, Illinois; a new unit for the steel erection operation was opened 
at Pocatello, Idaho, and extensive additions were also made to the 
Davenport, lowa, service center. 


The Gate City Steel Service Center 
in Salt Lake City, Utah. 


Ui 


BRIQUETTING 


Husky Briquetting, Inc., a wholly-owned subsidiary, produced a 
profit of $397,000 in 1968, a seven-fold increase over the 1967 profit 
of $50,000. A sales increase of 16 per cent, combined with relatively 
stable production costs, resulted in this significant improvement. Con- 
tinued rise in tonnage sales and profitability is anticipated for this year. 


Two moves were made to consolidate and increase the efficiency 
of operations. The plant at Bienfait, Saskatchewan, was sold in August, 
1968, and arrangements have been made to assume full ownership 
of the plant at Huntsville, Ontario. This plant, in which Husky previously 
had a 50 per cent interest with another company, began operations 
last year and is in a strategic location to serve the increasing demand 
for barbecue briquets in Canadian and Northeastern U.S. markets. 
In addition to Huntsville, Husky Briquetting operates plants at Dickinson, 
North Dakota; Isanti, Minnesota, and Waupaca, Wisconsin. 


To help offset the seasonal aspects of briquetting, a charcoal fire- 
place log has been developed and is being test marketed. Should results 
of these tests prove favorable, production and marketing of the new 
product could be set up in commercial volume for the 1969-1970 
winter Season. 
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SKY TOWER 


The 62-story Husky Tower was officially opened in Calgary on 
June 30, 1968 and has gained international publicity for the company. 


In the first eight months of operation, approximately 355,000 
persons, not including those on group tours, visited the Tower facilities, 
featuring a revolving restaurant, lounge and observation terrace. 


A modern Husky Servicenter has been opened adjacent to the Tower 
in a mammoth parking structure. The Servicenter has been built to 
accommodate one of the heaviest traffic patterns forecast in the city’s 
downtown redevelopment plans. 


The 62-story Husky Tower dom- 
inates the moonlit Calgary skyline. 
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a a 
GROSS OPERATING REVENUES Financial 


Husky’s consolidated net earnings of $10,419,000 in 1968 repre- 
sented an increase of 25 per cent over 1967’s $8,308,000, and cash 
flow from operations increased 29 per cent to $24,165,000 in 1968 
from $18,672,000 in 1967. 


Consolidated sales and operating revenues for 1968 totaled $153,- 
663,000, a gain of 70 per cent over the $90,197,000 recorded for 1967. 
The increase in sales resulted largely from the acquisition of the assets 
of The Frontier Refining Company. 


The 1968 net earnings included an extraordinary credit of $2,123,- 
000 from the sale of phosphate leases, and the same source provided 
$708,000 in the 1967 net earnings. This completed the disposal of 
our entire interests in these properties. Earnings in 1968, before the 
application of the special credit, were $8,296,000 compared with 
$7,600,000 in 1967. 


The 1968 earnings per share on the average number of common 
shares outstanding were $1.11 after provision for dividends on preferred 
shares. This included 24 cents per share from the sale of phosphate 
leases. The per share earnings in 1968 increased 10 per cent over the 
$1.01 of 1967 earned on a lesser number of shares. The 1967 per share 
earnings included 11 cents from the sale of phosphate leases. 


1964 1965 1966 1967 1968 


The net earnings were affected by a number of conditions. The 
reorganization effort required following the acquisition of Frontier 
resulted in substantial increases in overhead. The reorganization is 
now virtually completed and will result in savings in future years. The 
delay in the acquisition of Frontier from late 1967 to February 15, 1968, 
and the consequent delay in reorganization, resulted in operating per- 
formance considerably below what had been initially expected. 


The earnings picture also was complicated by the reduction in 
volume of Canadian crude permitted to enter the United States in the 
fourth quarter, resulting in lower deliveries of Lloydminster blend. 


Other factors reflected in the earnings picture were, lower prices for 
Lloydminster blend in order to accomplish additional market penetration, 
increases in crude costs to refinery runs in the United States, unfavor- 
able weather conditions which reduced asphalt sales, and Husky’s 
decision to start depletion of Santa Barbara lease costs. 


GROWTH EXPENDITURES 


CASH GROWTH EXPENDITURES 


(thousands of dollars) 


1968 1967 
EXDIOratio tiga seem oe oe ee pe ee Beet. 19,246 6,808 
Development and acquisition of producing 

properties and pipeline facilities Riaduataae 7,465 12,971 
Refining, marketing and manufacturing ss 6,413 6,597 
Drilling equipment Oe SR: meena eee 1,141 10,829 

Investments and acquisition of interest in sub- 
SIGIAMCS Salve re eae eee ee ee Re One. ode 37079 2,606 
1964 1965 1966 1967 1968 $36,103 $39,811 
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The main sources of funds in 1968 were cash flow from operations 
of $24,165,000, an issue of common shares netting $20-million after 
the cost of issue, and $3.9-million from the sale of assets. Net new long 
term debt amounted to $1.3-million, but this figure does not include 
$15-million in long-term debt of Frontier Refining assumed by Husky. 
Capital growth expenditures for 1968, totalling $36-million, included 
$16-million for exploration outside the Lloydminster area. This was 
unusually large because of Santa Barbara Channel costs amounting to 
$9-million for lease bonuses and exploration work during the year. 
Because of the results from this exploration to date, a program of 
transferring the Santa Barbara Channel lease costs into depletable costs 
over the five-year term of the leases has been instituted. Twenty per cent 
of the cost thus has been added to our cost base for depletion purposes in 
1968. Interest on the lease bonuses was capitalized in 1968, but will 
be charged to earnings in 1969. 


Cash on hand, cash generation and arranged bank loans are 
sufficient to carry out the company’s 1969 budgeted work programs. 
There are no immediate plans for public financing. 


Shares outstanding at the end of 1968 increased by 2,845,434 
shares as a result of issues for the following purposes: 


Frontier acquisition _— a 740,392 
Public offering oe 800,000 
Conversion of preferred shares 997,755 
Blackline acquisition 86,337 
Exercise of warrants, employee share options 
and other purposes 220,950 
Total : J ; 2,845,434 
Total shares outstanding December 31, 1967 6,544,610 
Total shares outstanding, December 31, 1968 9,390,044 
Average number of shares outstanding during 1968 8,722,959 


Part of the shares were issued under 
existing rights to shares. The potential 
dilution on December 31, 1967, arising 
from rights to acquire common shares 
by exercise of warrants, employee share 
options and conversion of preferred shares 


was 1,496,722 common shares, 23 per 
cent of the shares then outstanding. 


Exercise and conversion in 1968 re- 
duced the potential dilution to 6 per cent 
of shares outstanding at the end of the 
year without taking into account cash 
proceeds on issuance. 


CONSOLIDATED > BABAN ©€ E> Gla ean 


ASSETS 1968 1967 
CURRENT ASSETS 
Cash and short term deposits Bue, $ 13,678,895 $ 10,500,069 
Marketable securities - at cost which approximates ‘market - ig eta. 26,909 OLA 
Accounts and notes receivable - x 24,602,814 13,360,419 
Inventories at lower of cost or replacement market - 2A Sf 2,492 ISA 76627. 
Prepaid expenses : 372,264 433,338 
Total current’ assets sae 60;253,334 37,503,230 
NON-CURRENT ASSETS 
Notes and contracts receivable, less amounts due within one year 
included in current assets above (including $1,919,000 in 1968 
and $1,519,000 in 1967 receivable from directors and officers 
Note 5) _. — 6,546,921 4,347,145 
Investment i in non- n-subsidiary company, at cost : 2,001,601 2,801,601 
Sundry investments and miscellaneous assets - 
at cost less amounts written off sss 3,035,014 1,703,851 
12, 353)030 8,852,597 
PROPERTY, PLANT AND EQUIPMENT - at cost (Note 2) 
Oil and gas properties and equipment - F317856,215 108,731,014 
Refining, manufacturing, marketing, transportation facilities and 
other assets (including land of $10,029,824) = 96,430,588 65,783,367 
Drilling rigs” and equipments ses eee ee 21,525,046 20,049,419 
249,811,849 194,563,800 
Less = accumulatedidepreciations..2 cs een eee 48,921,854 42,490,146 
> accumulated depletions 0. 12 = aes aoe L7es12351 14,645,387 
66,234,205 57s Sooo 
183,577,644 137,428,267 
Less unpaid production payments ss 1272615876 13,026,171 
171,315,768 124,402,096 
OTHER ASSETS - at cost less amounts written off 
Debt: discount and expense ts ass eee ee 2,645,156 1,599,233 
Trademarks ____. fet 598,875 590,001 
Other intangible assets i Beee re SME Eh 5,076,004 3,933,734 


Approved on behalf of the Board: 
GENE E. ROARK, Director 
ARNOLD LARSEN, Director 
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8,320,035 


$252,272,673 


6,122,968 


$176,880,891 


HUSKY OIL 
Lied. 


And Subsidiaries 


Mee Via SRoesol. 1968 


(with comparative figures at December 31, 1967) 


LIABILITIES 1968 1967 
CURRENT LIABILITIES 
Notes payable to banks $ 2,323,500 $ 2,688,500 
Accounts payable and accrued expenses 19,495,129 12,211°5736 
Dividends payable on preferred shares 49,430 264,426 
Current portion of long term debt 15,484,033 7,266,401 
Total current liabilities 3/7 352,092 2245 OOS 
DEFERRED CREDITS (Note 3) 2,950,308 118,690 
LONG TERM DEBT (Note 4) 91°713,321 74,006,607 
NOTE PAYABLE 2. — 2,250,000 
CAPITAL AND SURPLUS 
Minority shareholders of consolidated subsidiary companies 
Preferred shares (Note 5) : 6,640,200 6,534,400 
Common shares 1,638 174,825 
SUPDIUS sees 788,694 522,589 
Total minority interest 7,430,532 7,231,014 
Shareholders of Parent Company (Note 5) 
Cumulative, redeemable, preferred shares par value $50 each; 
Authorized 1,000,000 shares; 
Series A, 6%, 
Issued 63,241 shares; 
1967, 65,068 shares S102, 050 3,253,400 
Series B, 6%, 
Issued 176,600 shares; 
1967, 182,450 shares - 8,830,000 9122500 
Series C, Convertible, 534%, 
Issued nil shares; 1967, 300,000 shares - a 15,000,000 
Series X, Y and Z, Convertible, 4%, 
Issued 8,000 shares 400,000 — 
Common shares, par value $1 each; 
Authorized 15,000,000 shares; 
Issued 9,390,044 shares; 
1967, 6,544,610 shares 9,390,044 6,544,610 
Subscribed for and allotted but iniceuedie 
1967, 100,000 shares at $15.19 per share — 1,519,000 
Undistributable capital surplus arising from Palas and 
redemption of preferred shares 15576, 100 15 192-250 
Other paid in capital Taper: AN ore 68,445,666 19,769,796 
Retained earnings - : 21,017,560 14,441,161 
Total capital and surplus of parent company shareholders 12,821,420 70,842,717 
Total capital and surplus, including minority interest 120,251,952 75,074,531 


Commitments and Contingencies (Note 6) 


See accompanying notes to financial statements. 


$252,272,673 


$176,880,891 
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CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1968 (with comparative figures for 1967) 


1968 1967 
INCOME 
Sales and operating revenues _....................-...- $153,662,951 $ 90,196,953 
DEDUCTIONS 
Cost of sales and operating expenses ........_..._...........1. 108,290,863 57,886,958 
Selling, general and administrative expenses 14,819,661 9 513719 
Interest (net of interest income of $876,489 in 1968 and 
$1,260,755, ine 1 967-(Notes <2) andi] ) eee ee eee 6,981,104 4,486,434 
Miscellaneous “net eae ee ee ee ee (307,850) (156,909) 
Depreciation and amortization == 8,966,975 5,660,182 
Depletion .(Note:'Z) stes0 eat 2.5. 2 ters ey eae eee 5 79077 4,487,800 
Foreign Exploration, COSUS eee ee 45,734 101,683 
Minority interest in earnings of subsidiaries: 
Preferred share dividends __ Bere eer Se Ree ee Se Ody, oaks OE A3273259 431,354 
ProtitS <5... n.-2.8 ee eee 347,/73 185,333 
145,367,662 82,596,554 
Net earnings before extraordinary credit 
(per share: 1968 = .$0:87:51967.=.$0:90) Saxe ee 8,295,289 7,600,399 
Gain on sale of interest in phosphate leases 
(per share: 1963 = $0.24: 1967 ==3$0:11) ae r ZA Zoro30 TORT a. 
NET EARNINGS (per share: 1968 - $1.11; 
1967 -.$1:01) (Notes>2=anc 7) ese $ 10,418,619 $ 8,308,176 


CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1968 (with comparative figures for 1967) 


Other Paid in Capital 


Balance at beginning of year (from January 1, 
1963 for Retained Earnings) 
Add: 
Excess of consideration received over par 
value of common shares issued (Note 5) _. 
Net.earnings tor the year geese eee 
Value of 240,000 stock purchase warrants 


attached to Series ‘‘B’’ debentures issued 
inni96/aeee : ; 


Deduct: 
Cash dividends on preferred shares 
Cash dividends on common shares _....______.. 
Provision for redemption of preferred shares 
Other items 


Balance at end of year - 


See accompanying 
20 


Retained Earnings 


1968 1967 1968 1967 
$19,769,796 $18,881,614 $14,441,161 $10,103,187 
47,475,870 902,674 is = 
_ ae 10,418,619 8,308,176 
1,200,000 = has = 
68,445,666 19,784,288 24,859,780 18,411,363 
oa = 739,503 1,616,185 
ae = 2,683,242 1,934,542 
= -_ 419,475 419,475 
ate 14,492 oe sim 
— 14,492 3,842,220 3,970,202 
$68,445,666 $19,769,796 $21,017,560 $14,441,161 


notes to financial statements. 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1968 (with comparative figures for 1967) 


1968 1967 
Funds were obtained from: 
Net earnings including extraordinary credit 10,418,619 pe, o00,17 5 
ACENOneCaS Items: -3Netia aoe) es ee el ee eee 13,746,638 10,363,608 
Net cash income from operations _ Reet lee Se Se _— 24,165,257 18,671,784 
Increase in long term debt - net of retirements of $20,190,975 
iml OCS wand eho 348 A77a it 1967 2 ee woe ae: 1,304,427 20,266,565 
Issue of preferred shares EOS ATR DEP 1,018,000 195,000 
Issue of common shares - net of costs of issue 33,802,304 1,015,808 
Common shares subscribed for and allotted but not issued — 1,519,000 
Sale of fixed assets __ 3,868,748 1,619,994 
SAlePOIRINVESTIMGNIS ace. wea. es ee 103:337 47,050 
64,262,123 43,335,201 
Funds were used for: 
Additions to property, plant and equipment _—__ 34,962,279 37,204,942 
Additions to investments and other assets 1,140,740 728,001 
Acquisition of interests in subsidiaries ae 2,238,047 1,877,879 
Assets acquired from The Frontier Refining 
Company net of liabilities assumed - eee a 11,280,880 —— 
Retirement of preferred shares _ SOE 75 837,075 
Dividends on shares of parent company 
Preferred 739,503 1,616,185 
Commons. ae asset ea ee ere era 2,093,242 1,934,542 
Dividends to minority shareholders __. 432,320 431,354 
Increase in non-current notes receivable 17315,344 2,130,848 
Other! sas 2 ee ; th Se eee ne, send 679,413 284,453 
56,433,048 47,045,879 
Increase (decrease) in working capital $975829'075 $5(65/10'678) 


See accompanying notes to financial statements. 


NUD TORS SREP OR iOn toes onAR Eh OUDERS 


We have examined the consolidated balance sheet of Husky Oil Ltd. and subsidiaries as of December 31, 1968 
and the consolidated statements of earnings, surplus and source and use of funds for the year then ended. Our exam- 
ination of the financial statements of Husky Oil Ltd. and those subsidiaries of which we are auditors included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the report of the auditors who have examined the financial statements 
of one subsidiary company. 

In our opinion, these financial statements present fairly the financial position of the company and subsidiaries at 
December 31, 1968 and the results of their operations and the source and use of their funds for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Jet [anol tlh le 


Chartered Accountants 


Calgary, Alberta 
February 24, 1969 
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NOTES TO CONSOLIDATED VEITNAIN CWA ES eieAtis EVE INeie 


(1) 


(2) 


2a 


The consolidated financial statements include all 
subsidiary companies. The accounts of United States 
subsidiaries are included at $1.00 U.S. — $1.00 
Canadian except for Canada — United States inter- 
company accounts. 


The Company purchased all of the assets and prop- 
erties of The Frontier Refining Company in February, 
1968, in exchange for 740,392 shares of the Com- 
pany’s common stock and the assumption of all the 
liabilities of Frontier. All of the issued capital of 
Blackline Asphalt Sales, Inc. and two affiliated com- 
panies was purchased in April, 1968 in exchange for 
86,337 common shares. The Blackline shares and the 
net assets of Frontier were contributed to Husky Oil 
Company at cost and fair value, respectively. 


Husky Oil Company acquired in February 1968 
approximately 10% in two oil and gas leases off the 
coast of California for $8,518,000. Since then interest 
of $491,000 on funds borrowed to finance the pur- 
chase has been capitalized. The accumulated costs 
to December 31, 1968 will be added to the depletable 
costs in five annual instalments commencing in 1968, 
subject to change in the event commercial production 
is established or the leases abandoned during this 
period. Had total costs been included in depletable 
costs, the provision for depletion for 1968 would have 
been increased by $716,000, with a corresponding 
decrease in reported earnings. 


All other costs and expenses of exploring for and 
developing oil and gas reserves in North America are 
capitalized and are depleted on composite unit of 
production methods based on proved developed oil 
and gas reserves. 


The cost of certain oil and gas properties includes the 
amounts of retained production payments payable 
solely from production. As these payments are liens 
against the properties and not a direct liability, the 
balances are deducted from the property, plant and 
equipment accounts. Production income dedicated to 
these payments is included in earnings on a gross 
basis so as to reflect the gross income and all 
expenses applicable to the properties. Alternate 
accounting for these payments (the net method) 
includes in cost of the properties the purchase price 
exclusive of these payments and does not include in 
earnings production income dedicated to the payments. 
Selection of the gross method has increased (de- 
creased) the following accounts by the amounts shown: 


Sales and operating revenues | $1,644,465 
Depletion 1,119,360 
Interest eo ee 625,504 
Production taxes 85,004. 
Net earnings - $ (185,403) 


(3) 


(4) 


Deferred credits consisted primarily of the remaining 
principal amount of production payments sold in 1968. 


Long term debt (partly secured) at December 31, 


1968 consisted of: Husky Oil 


Ltd. and 


Husky Oil 
Company of 
Delaware and 
Subsidiaries 


Canadian 
Subsidiaries 
(Cdn. $) 


Sinking Fund Deben- 
tures 6%, Series A. 
Nov. 2, 1984 - 
634%, Series B., 
fAeloy, il, aletsy/ 

Term Bank Loans 7% 
annually, June 30, 
1973 ee 
MA% annually, 
Nowe MS, ISA 
T2% monthly 
June ase S7 See 

Secured Notes and De- 
bentures 534% to 
7TYo%, 1969 to 
1975 (1) Includes 
$6,117,036 payable 
im UWS, wines eH 
$5;6G))283 eee 

634% Serial First 
Mortgage Bonds, 
Feber 97S a 

6% Convertible De- 
bentures, Nov. 1, 
1969 — convertible 
into Husky common 
shares at $30.995 
(U.S.) per share _. 

Other secured notes 
and contracts ___. 

Unsecured notes and 
contracts (2) In- 
cludes $3,007,307 
payable’ in U.K. 
funds of £1,156,400 

Long term lease obli- 
gations 


$16,849,000 $ 


19,701,000 


10,000,000 
2,250,000 


3,624,890 


657051503 (ely 932270 


4,065,000 


4,669,000 


149,470 3,364,815 


SIS 03959 (2) 4,395,612 


10,868,804 
58,181,392 


49,020,962 
Less amounts due in 


one year .___.. 2,485,255 


46,535,707 
45,182,614 
$91,718,321 


12,998,778 


$45,182,614 
U.S. Subsidiaries pine ae 


Interest on long term debt in 1968 was $7,297,731. 
Certain properties and other assets having an aggre- 
gate cost of approximately $112,000,000 are speci- 
fically mortgaged or pledged as collateral for produc- 
tion loans and other secured obligations. 


(5) 


(6) 


In 1968, the authorized common share capital was 
increased from $10-million to $15-million by the cer- 
tification of 5-million additional common shares of 
the par value of $1 each. 


During 1968, 2,845,434 common shares were issued, 
of which 920,950 shares were issued for cash of 
$21,240,142; 926,729 shares were issued for assets 
valued at $14,135,778; and 997,755 shares were 
issued on conversion of Series C preferred shares of 
$14,945,384. 


In 1968, 8,000 Series Z preferred shares were issued 
to two officers for long term notes of $400,000. 


Subsequent to December 31, 1968, 2,400 Series X 
and 2,400 Series Y shares were issued to two officers 
for long term notes of $240,000. 


The Series A and B preferred shares require annual 
sinking funds to redeem 2,100 Series A shares at 
$53.50 per share and 5,850 Series B shares at $52.50 
per share. 


Subsidiary companies will be required to redeem pre- 
ferred shares of $558,200 par value in 1969. 


Common shares have 
follows: 


been reserved for issue as 


297,346 shares for Series D stock purchase warrants 
at exercise prices escalating from $12.50 to 
$16.50 per share, expiring June 30, 1974. 

78,490 shares under a share option plan for officers 
and employees at prices ranging from $5.00 
to $12.94 per share during the years 1969 
to 1975. In 1968, options were exercised 
as to 14,990 shares at prices ranging from 
$4.10 to $12.94 per share. 


45,000 shares for conversion of the Series X, Y and 
Z convertible preferred shares at $20 per 
share as to 20,000 shares and $24 per 
share as to 25,000 shares. 


151,283 shares for conversion of the 6% convertible 
subordinated debentures issued by The 
Frontier Refining Company, due Nov. 1, 1969 
at $30.995 (U.S.) per share. 


The Company and its subsidiaries have outstanding 
commitments or contingencies as follows: 


a) Long term lease agreements with fixed annual 
rentals aggregating $2,900,000 including $1,176,- 
000 for royalty free oil and gas rights in the 
Lloydminster area. 

b) A commitment to purchase additional non-voting 
shares of a non-subsidiary company for $2,292,000 
on January 10, 1969. 

c) The guarantee of indebtedness of one pipeline 
company to a maximum of $2,400,000 and the 
guarantee of minimum quarterly revenues of up 
to $187,500 to another pipeline company under 
a long term throughput agreement. 


(7) 


(8) 


(9) 


HUSKY OIL 
Wd. 


And Subsidiaries 


d) A commitment to guarantee certain term bank 
loans to a non-affiliated company to be used for 
the construction of an offshore drilling unit at a 
cost of approximately $12-million. 


e) Contingent liabilities aggregating $2,450,000 as 
defendant in anti-trust litigation and in a damage 
claim. In the opinion of Counsel, the liability for 
damages under these legal actions is not sub- 
stantial. 


For income tax purposes the Company is entitled to 
claim drilling, exploration and lease acquisition costs 
and tax depreciation in amounts which may exceed 
the related depletion and depreciation provisions re- 
flected in its accounts. For 1968 the Company will 
claim deductions in an amount sufficient to eliminate 
taxable income. Expenditures remain to be carried 
forward and applied against future taxable income as 
follows: 


Drilling, exploration and undeveloped 


lease acquisition costs $23,000,000 


$75,000,000 


The Company does not believe that it is appropriate 
to provide for income taxes deferred as a result of 
claims for drilling, exploration and lease acquisition 
costs; while this view conforms with general practice 
in the oil and gas industry and is accepted by account- 
ing authorities in the United States, it differs from 
the tax allocation basis of accounting recommended 
by the Accounting and Auditing Research Committee of 
The Canadian Institute of Chartered Accountants under 
which the income tax provision is based on the income 
reported in the accounts. 


If the tax allocation basis had been followed for 
all timing differences between taxable income and 
reported income, deferred income taxes of $3,369,000 
($3,163,000 in 1967) would have been provided and 
net income for the year would have been reduced 
accordingly. The accumulated income tax reductions 
relating to all timing differences in the current and 
prior years amount to approximately $11,698,000 at 
December 31, 1968. 


Remaining tax depreciation 


Earnings per common share for 1968 are based on 
the weighted average of shares outstanding in 1968; 
and for 1967, on the shares outstanding at the end 
of 1967 plus the 100,000 shares allotted to an officer 
and director in May, 1967 but not issued until May, 
1968. 

No material dilution of earnings per share would 
result if all outstanding options, warrants or conversion 
privileges were exercised, based on a 6% interest 
factor. 


In 1968, the remuneration paid to or accrued for 
directors and senior officers was $532,522 of which 
$37,120 was paid as directors’ fees. 


re) 


FINANCIAL AND OPERATING SUMMARY 


FINANCIAL 1968 1967 1966 1965 1964 1963 1962 1961 1960 
(thousands of dollars) 


Gross operating revenues .__ $153,663 $90,197 $66,943 $53,237 $50,524 $45,979 $40,708 $37,865 $38,271 


Costs and operating, selling 


and general expenses ____- 123,110 67,401 47,463 37,544 38,416 36,881 32,964 31,642 Shik, 7/s)5} 
Interest (net of interest 

INCOME) eee a 6,981 4,486 3,068 72 AKO) 1,479 1,432 1,348 1,604 iL Sys} 
Miscellaneous - net (308) (57) (376) Z2uS 118 (207) (100) (540) 66 
Depreciation, depletion and 

amortization a 14,758 10,148 9,319 7,318 6,100 5,071 4,305 4,637 4,415 
Exploration costs and 

overhead 3a 46 102 276 107 83 — 1,696 1230 2,916 
Minority interests in 

earnings of subsidiaries _ 780 617 680 852 809 569 396 461 (39) 


145,367 82,597 60,430 48,135 47,005 43,746 40,609 39,034 40,486 


Net earnings (loss) before 


Specialecredit saa 8,296 7,600 6,513 5,102 3,519 2,233 99 (C1569) (2-215) 
Add special credit PMS 708 — — _ — — —_ _ 
Net earnings (loss) _....__. “5 white) SS tehsfors} Ss als} $5 SOL SS Sele) s§ Bw; Ss 99 $(1,169) $(2,215) 
Working capital eee 22,901 15,072 18,783 12,094 19,404 12,578 11,069 11,851 8,924 
Long term debt (eluding 

deferred credits) - ee 94,669 74,125 52,287 43,830 47,905 36,761 26,136 28,295 29,686 
Preferred shares outstanding 

at par value 12,392 PT SAS) 27,770 eS 13,568 3,568 3,568 3,568 3,568 
Preferred share dividends _ 740 1,616 iL ekshil 807 514 214 214 214 214 


Number of common shares 
outstanding (in thou- 
sands) (average for 1968) 8) 7/728} 6,644 6,431 6,244 6,208 6,169 6,123 6,091 5,842 


Earnings per common share 
after preferred dividends .  $ Weilay G5 alo SS OSH SS OHH) SS ts} SS SS SS Oyo) S@ Oi) SC @ehly 


OPERATING 


Production — Daily Average 


Net crude oil and equivalent 
gas production — 


batrels 2a eee 34,299 29,648 Payoey) 710) iiesil 16,765 12,920 11,088 10,074 9,477 
Crude oil and gas liquids 
production — barrels _. 30,742 26,197 22,178 17,463 14,312 10,796 9,163 8,697 8,674 


Natural gas production — 
MCE*ca)-.crviwiae Cor aes 47,571 45,828 44,518 35,173 32,000 27,998 25,521 18,573 = 11,435 


Refining and Marketing — 
Daily Average Barrels 


Crude oil processed 45,802 20,248 18,387 16,929 15,789 17,263 72S 16,396 14,000 


Refined product sales 48,662 21,750 19323 18,295 18,343 19,302 W293 16,100 15/921 
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The triple logo of Husky brand identification, signs of service 
in over 1,600 service station locations in Canada and the 
United States. 


@ 


series 


A new credit card, providing customers with convenient 
charge services at Husky, Frontier and Beeline service 
stations, will be issued this year. : 


HUSKY. Oile 
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FROM: HUSKY OIL 
Burton Thompson 
Manager 
Public Relations 
OL eOLXth Street: Saw. 
Calgary, Alberta l 
Phone: 


ADDITIONAL COMMON SHARES AND NEW NAME APPROVED FOR HUSKY 
‘FOR IMMEDIATE RELEASE 


Calgary, Alta. , May ter Additional common shares 
and a change in the name of the/company were approved 
today at the annual shareholders' meeting of Husky Oil. 

Shareholders approved an increase of 5,000 ,000 
shares of Husky common. The authorized number of common 
shares has been 10 million. 

The name of the company was changed to Husky Oil 
Ltd. / It has been Husky Mice te rer 
4 Husky is a fully integrated independent oil company 
operating about equally in Canada and the United States. 
United States headquarters are at Cody, Wyo. 

Glenn E. Nielson of Cody, chairman of the board 
of Husky, and Gene E. Roark of Calgary, president, announced 
that nee protits in thechimst three months, of. 96cuwere 
$1,605,000, compared with $1,577,000 in the same period 


Of 1 96/ 


(more) 
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Sales and operating revenues in the first quarter 
of the year were $28,885,000, compared with $19,017,000 
in the same period of 1967. Cost of sales, operating 
expenses, selling, general and administrative expenses, 
interest and other deductions were $27,280,000 in the 
first three months of 1968, compared with $17,440,000 
in the similar 1967 period. 

Sales, costs and expenses for 1968 include the 
operations of The Frontier Refining Company, Denver, from 
Jan. 1, 1968. Husky officially acquired the assets of 
Frontier, a leading refiner and marketer in the inter- 


mountain region of the U.S.5 on Feb. 15. 


Nielson and Roark also reported: 

- In the first quarter, crude oil and equivalent 
gas production increased 15 percent by comparison with 
the same 1967 period, reaching an average of 32,788 
barrels per day. 

- Consolidated operations of Husky and Frontier 
resulted in an average refinery throughput of 44,303 
barrels per day for the first quarter, 1968. This is a 
143 percent increase over the refinery throughput of 


Husky alone in the first quarter of 1967. 


(more) 
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- Refined product sales also increased because 
of the consolidation, reaching an average of 34,699 
barrels per day in the first 1968 quarter, which was an 
increase of 141 percent over the average for Husky alone 
in the similar 1967 period. 

The Husky executives reported that first quarter 
earnings of contract drilling in the Gulf of Mexico and 
of the steel fabricating subsidiary did not match last 
year's earnings for the same period. Lower contract 
prices caused earnings of the Gulf Coast drilling 
subsidiary to be less, and a Utah-Idaho lag in construc- 
tion caused a slowdown in sales and earnings of the steel 
fabricating subsidiary. 

Nielson and Roark said that total 1968 earnings 
contributions of steel fabricating are expected to equal 
1967, while those of offshore drilling are expected to 


exceed these of 1967. 
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FROM: HUSKY OIL 
Burton Thompson 
Manager, Public Relations 
8l> Sixth Street SW. 
Calgary 2, Alberta 
(Phone: (403) 267-6307) 
HUSKY'S SIX=MONTH SALES AND OPERATING REVENUES 
INCREASE OVER COMPARABLE PERIOD IN 1967 
For immediate release 

Calgary, Alta.~-Husky Oil's sales and operating 
revenues of $70,196,000 in the first six months of 1968 
were 66 per cent more than in the comparable period of 
1967, according to the company's second quarter report 
to shareholders. 

Net cash income from operations for the half-year 
was SlO0,485,000.. 4 cain, of 19 per cent from tne $2,800,000 
in the same period of 1967. 

Net earnings in the first six months of 1968 were 
$4,176,000, equivalent to 46 cents per share on the 
average number of common shares outstanding in the period. 
This compared with S3,15/,000 in the first six months of 
1967, equivalent to 36 cents per share. 

The net earnings in the first six months of 1968 
included an extraordinary credit of $1,132,000, amounting 
to 13 cents per share, from the sale of an interest in 


phosphate leases. 


(more) 
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FROM: HUSKY OLL 
Burton Thompson 
Manager, Public Relations 
815 Sixth Street S.W. 
Calgary 2, Alberta 
(Phone: (403) 267-6307) 
HUSKY'S SIX=MONTH SALES AND OPERATING REVENUES 
INCREASE OVER COMPARABLE PERIOD IN 1967 
For immediate release 

Calgary, Alta.--Husky Oil's sales and operating 
revenues of $70,196,000 in the first six months of 1968 
were 66 per cent more than in the comparable period of 
1967, according to the company's second quarter report 
to shareholders. 

Net cash income from operations for the half-year 
was SlO,465,000, a cain of 19 per Gent from the $2,800,000 
in the same period of 1967. 

Net earnings in the first six months of 1968 were 
$4,176,000, equivalent to 46 cents per share on the 
average number of common shares outstanding in the period. 
This compared with $3,157,000 in the first six months of 
1967, equivalent to 36 cents per share. 

The n2t earnings in the first six months of 1968 
included an extraordinary credit of $1,132,000, amounting 
to 13 cents per share, from the sale of an interest in 
phosphate leases. 


(more) 


a j ye ay 

‘ me Eh } ‘ Tam 
> TEA ane He tte 8 " 
hue NIN te ¥y 


ye ro me 
eee 


Ee GALS 


™ 


IY Thos 
Tad 


+ bv nine ; 


y 
¥ wig 
ie 


ah ies fe 
FIM. ‘ 
a 


%; 


Kah 
Aeon & 


/ De 
ae 


a! 


Page 2 
Husky~-Second Quarter 
The integrated independent oil company's quarterly 
report noted that the increase in sales and operating 
revenues were due largely to the inclusion of results 
from The Frontier Refining Company. The assets of Denver- 
based Frontier were acquired officially by Husky last 
Feb.15. 
Refinery volumes increased 141 per cent ~- from 
17,99/ barrels per day in the first half of 1967 to 
43,416 barrels in the same period of 1968. Refined product 
sales climbed 132 per cent, from 17,742 barrels per day in 
the first half of iast year to 41,095 barrels per day in 
the comparable period this year. 
The production of crude oil and equivalent gas in 
the six months increased 13 per cent over the same period 
in 1967. Natural gas production was up 10 per cent in the 
first half of the year compared with the same 1967 period. 
Husky and eight other companies are drilling a 
fourth stratigraphic test well off the shore of California 
in the Santa Barbara Channel to determine the significance 
of shows of oil in the third well which was not completed. 
A contract has been signed for sale of gas to be 
produced from the new Quirk Creek field, near Turner Valley 
in Alberta, in which Husky has a 24 per cent working interest. 
Four gas wells have been completed and two additional wells 
are being drilled. 
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HUSKY OIL 


Canada kd. 


Quarterly Report 
To Shareholders 


Six Months Ended 
June 30, 1968 


815 Sixth Street S.W. Calgary, Alberta 


HUSKY OIL 
Banada Ltd. 
and Subsidiaries 


Financial and Operating Summary 


For the Six Months Ended June 30, 1968 


(with comparative figures for 1967) 


FINANCIAL 


Sales and operating revenues 


Deductions 

Cost of sales and operating expenses 

Selling, general and administrative expenses 

Interest (net of interest income of $272,000 
in 1968 and $607,000 in caee | 

Miscellaneous—net : 

Depreciation . 

Depletion . 

Foreign exploration costs Gn 

Minority interest in earnings of subsidiaries 
Preferred share dividends : 


Profits . 5 
| 


Net earnings before extraordinary credit 
Gain on sale of interest in phosphate leases 


Net earnings 


Provision for niviiende on parent pretened 
shares 2B Athy ae res 


Earnings for common shares 


Per common share on average shares out- 
standing during period i : 
Net earnings before extraordinary credit : 
Extraordinary credit) = ame " 


Net earnings . 


OPERATING (Daily Averages) 


Crude oil and equivalent gas production— 
bbls. 2. are 
Crude oil and gas iquids—bbls. 

Natural gas—mcf 

Lloydminster blend sales—bbls. . 

Refinery throughput—bbls. . . ... 

Refined product sales—bbls. 


i 


(1) Figures are unaudited and accounts of U.S. subsidiaries are included at $1 US. = 


dian. 
(2) Sales, 


operations of The Frontier Refining Company from January 1, 
to acquisition of the assets of Frontier on February 15, 1968 have been charged to Miscellaneous. 


| 


Increase 
(Decrease) 
1968 1967 Pee 
$70,196,000 $42,188,000 66 
48,868,000 26,795,000 82 
7,270,000 4,537,000 60 
3,484,000 2,077,000 68 
188,000 21,000 —— 
4,395,000 2,878,000 53 
2,568,000 Z2375,000 8 
38,000 32,000 19 
215,000 217,000 (1) 
126,000 99,000 
67,152,000 39,031,000 72 
3,044,000 37157,000 (4) 
12132: 006 — = 
4,176,000 87157000 Sz 
374,000 812,000 (54) 
© 3,802,000" -$ 2,345,000 62 
33¢ 36¢ (8) 
iS — — 
46¢ 36¢ 28 
32,394 2OviLl i 
28,499 25,213 iS} 
51,904 A hd. 10 
14,931 Lea 72 (2) 
anneal MS) 17,997 141 
41,095 17,/42 L3s2 
$1 Cana- 


costs and expenses (as well as operating statistics) for 1968 include the results of 
1968. The net earnings prior 


To the Shareholders 


Husky’s sales and operating revenues for 
the first six months of 1968 were $70,196,000 
—a gain of 66 per cent over the comparable 
period of 1967. The increase came largely 
from the inclusion of results from The Frontier 
Refining Company. The assets of Denver-based 
Frontier were acquired officially by Husky last 
February 15. All of the financial and operating 
figures for the first half of this year include 
that acquisition from January 1, with approp- 
riate adjustment for net earnings prior to 
February 15. 


Net cash income from operations in the 
first half of 1968 was $10,483,000, a gain of 
19 per cent from the $8,800,000 for the 
similar period last year. 


Net earnings in the first six months of 
1968 were $4,176,000, amounting to 46¢ per 
share on the average number of common 
shares outstanding in the period, which com- 
pared to $3,157,000 in the first six months 
of 1967, amounting to 36¢ per share. The net 
earnings in the first six months of 1968 in- 
cluded an extraordinary credit of $1,132,000, 
amounting to 13¢ per share, from the sale of 
an interest in phosphate leases. Husky retains 
a one-third interest in these leases and has the 
right to sell this interest for $1,050,000. 


After provision for dividends of parent 
preferred shares, earnings for common shares 
in the half year ended June 30 amounted to 
$3,802,000 compared with $2,345,000 in the 
same period of 1967. 


(continued on page 4) 
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Can 
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Consolidated St. 
and Use 


For the Six Month: 


(with comparati 


Funds were obtained from: 


Net earnings including extraordinary ee 
Add: Non-cash items—net 


Net cash income from operations . 4 
Increase in long term debt—net of ret 

$3,299,000 in 1968 and $3,525,000) 
Issue of preferred shares 
Issue of common shares : 
Sales ot fixed assets 2. < . « « §& 
Sale of investments 


Funds were used for: | 


Additions to property, plant and equipmé 
Additions to investments and other ass 
Acquisition of interests in subsidiaries: 
Assets acquired from The Frontier Refir 
net of liabilities assumed . 
Retirement of preferred shares ; 
Dividends on shares of parent company 
Preferred 
Common 
Dividends to minarets Preece 
Increase (decrease) in non-current not 
Other 


Increase in working capital 


OIL 


Lid. 


aries 


ment of Source 


f Funds 


led June 30, 1968 
ures for 1967) 


1968 1967 
5) A-17'6.000 S$) 3H:57/000 
6°3,0)7-000 5,643,000 
Bat 4, 10,483,000 8,800,000 
ents of 
967. 16,360,000 17, 522,000 
728,000 — 
13305, 000 60,000 
1,599,000 613,000 
74,000 — 
42,549,000 26,995,000 
21,292,000 11,951,000 
886,000 229,000 
; 2,365,000 1,837,000 
Ow 
11,281,000 —— 
859,000 724,000 
374,000 812,000 
1275000 965,000 
cove 215,000 217,000 
eivable 365,000 (97,000) 
404,000 534,000 
39,316,000 17.2172, 009 
$ 9,823,000 


$73,255,000 


The number of common shares outstand- 
ing increased from 6,645,000 on January 1 
to 8,547,000 on June 30 because of the acqui- 
sition of Frontier and the Blackline Asphalt 
companies, conversion of a preferred issue and 
exercise of warrants and options. 


Earnings for the Gate City Steel subsidi- 
ary were substantially greater in the second 
quarter than in the comparable period of the 
previous year but were under 1967 for the 
six-month period because of lower volume and 
profit margins experienced in the first quarter. 


Fewer operating days and lower contract 
prices reduced profit margins in the Gulf of 
Mexico drilling operations in the first six 
months compared to the same period last year. 
Some improvement was registered in June and 
second-half prospects for the industry in this 
area appear substantially more favorable than 
in the second half of last year. All of our drill- 
ing units are now working on contracts. 


Because of adverse weather conditions 
this year, asphalt shipments in the first six- 
month period did not compare favorably with 
last year. Shipments of asphalt in June of 1967 
were unusually large due to very favorable 
weather conditions last year. 


Earnings from the briquetting operation 
showed substantial profit gains resulting from 
larger volumes of sales and increased distri- 
bution. Earnings in the first half of 1968 in- 
creased by approximately $450,000 over the 
same period in 1967. 


Sales of Lloydminster blend were down 
slightly in the first six months. The lower 
blend sales have resulted in production from 
the Lloydminster field being less to date than 
expected earlier. However, sales in July and 
August are expected to average 30,000 barrels 
per day compared with 18,000 barrels per day 
in the same months last year. 
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Refinery volumes increased 141 per cent 
—from 17,997 barrels per day in the first half 
of 1967 to 43,416 barrels in the same period 
of 1968. Refined product sales climbed 132 
per cent, from 17,742 barrels per day in the 
first half of last year to 41,095 barrels per day 
in the comparable period this year. The in- 
creases were due mainly to the acquisition of 
the Frontier assets. 


The production of crude oil and equiva- 
lent gas in the six months increased 13 per 
cent over the same period in 1967. Natura! 
gas production was up 10 per cent in the first 
half of this year compared with the same 1967 
period. 


Shows of oil have been encountered in 
the third stratigraphic test well drilled in the 
Santa Barbara Channel, off the shore of Cali- 
fornia. This well was not completed and a 
fourth stratigraphic test well is being drilled 
to determine the significance of these shows. 
Early in 1968, Husky joined a bidding group 
of eight other companies in acquiring two 
United States government leases of 5,760 
acres each in the Channel. The first two strati- 
graphic wells on the same lease were aban- 
doned. 


A contract has been signed for sale of 
gas to be produced from the new Quirk Creek 
field near Turner Valley in Alberta in which 
Husky has a 24 per cent working interest. Four 
gas wells have been completed and two addi- 
tional wells are being drilled. Construction of 
a gasoline and sulphur extraction plant and 
other facilities is anticipated to be completed 
in time for delivery of gas in early 1970. 


The sale by the company of 800,000 of 
its common shares as a result of a public 
offering in the United States was closed on 
August 1. The sale price was $25.125 (U.S.) 
per share. After deducting selling commission, 
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ry 


the proceeds were approximately $20,300,000 
in Canadian funds. 


R. M. McManis, who had been vice presi- 
dent and manager of light oil sales, was 
appointed in July to be manager of marketing 
for all products and continues as a vice presi- 
dent. Light oil marketing has been organized 
in two regions, the Northern headquartered at 
Calgary, Alberta, and the Southern headquar- 
tered at Denver. 


An application has been made to the 
Minister of Consumer and Corporate Affairs of 
Canada for Supplementary Letters Patent to 
change the name of the company to Husky Oil 
Ltd., and is expected to become effective about 
September 3. The change, approved at the 
Special General Meeting of shareholders in 
May, is intended to foster greater public iden- 
tification of the Canadian and United States 
Husky companies as a single operating unit. 


Sincerely, 


2. J 4 ba 


Gene E. Roark, President. 


August 14th, 1968 
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